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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: KATALYST SECURITIES LLC OFFICIAL USE ONLY
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Paul Ehrenstein , (212)587-6667
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Edward Richardson Jr., CPA
' {Name — if individual. state last, first, middle name)
15565 Northland Dr. Suite 508 West Southfield, MI. 48075
{Address) (City} ' {Stats} {Zip Code}

CHECK ONE:
[ Certified Public Accountant
{7 public Accountant

L1 Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

. swear (or affirm) that, to the best of

pay know%eége amé ‘belisf the accompanying fi f‘ nancial statement and supporting schedules pertaining to the firm of

Katalyst Securities LLC , as
December 31 ,20_13  _ aretrue and correct. 1 further swear (or affirm) that

neither the comp&ny Hor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer; except as follows:

N/A

i

Zd Fot

/" Signatu
el President
Qualified in E\ au County - PE : ;
Commission Expires July 6, 20 A Tite
A) Lrdpe )éfi&c %f&uw Q'/g,,,z,& %ZW
Notary Public
This report ** contains (check all applicable boxes):
3 (@ Facing Page.

3 (b) Statement of Financial Condition.

[Z (¢) Statement of Income (Loss).

E} {d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners” of Sole Proprietors” Capital.
’m (f) Statement of Cﬁanges in Liabilities Subordingted to Clatins of Creditors.

2 @ cmpuzatm of Net Capital.

ij (h) Ck : ,

Cempetamn fefﬂetemmsm e Reserve Ru ement er Exhibit A e 15¢3-3,

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial (:omimon with respect to methods of
» consolidation.

B (1 AnOathor Affirmation.

[ (m) A copy of the SIPC Supplemental Report.

O ma report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this ﬁliag,&ee\ section 240.1 7a-3(e)(3).
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-Edward Richardsan Jr., CPA
18565 Northland Dr W Ste 508
Southfield, MI 48075
248-559.:4514

Independent Auditor's Report

Board of Directors
Katalyst Securities, LLC

Report on the Financial Statements

I have audited the accompanying statement of financial condition of Katalyst Securities, LLC as
December 31, 2013 and the related statements of income, changes in stockholder's equity, changes in
liabilities to claims of general creditors, and cash flows for the year ended that are filed pursuant to Rule
17a-5 under the Securities Exchange Act of 1934, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the presentation and fair presentation of these financial statements with
accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. I conducted
my audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain assurance about whether the
financial statements are free of material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements, The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Company’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expreﬁsing an opinion of the effectiveness of
the Company's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Katalyst Securities, LLC as of December 31, 2013, and results of operations and its



cash flows for the year then ended in accordance with principles generally accepted in the United States
of America.

Other Matters

My audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The information contained in the Net Capital Computation is presented for purposes of additional
analysis and is not a required part of the financial statements, but is supplementary information required
by Rule 17a-5 under the Securities Exchange Act of 1934. Such information is the responsibility of
management and was derived from and related directly to the underlying accounting and other records
used to prepare the financial statements. The information in the Net Capital Computation has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In my opinion, the information in the Net Capital Computation is fairly
stated in all material respects in relation to the financial statements as a whole.

Edward Richardson Jr., CPA
Southfield, MI. 48075
February 13, 2014




Katalyst Securities, LLC
BALANCE SHEET
As of December 31, 2013

ASSETS
CURRENT ASSETS
Cash In Bank $ 904340
Total Current Asgets i 304340
PROPERTY AND EQUIPMENT
TOTAL ASSETS

The footnotes are an i'méﬁral %ar! of the ﬁaanc:iai slatements.




Katalyst Securities, LLC
BALANCE SHEET
As of December 31, 2013

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts Payable B 200104
Total Current Lizbilities i 2003.08
LONG-TERM LIABILITIES
Yotal Liabilities i 2801.04
MEMBERS EQUITY ‘
Members' Equity 704236
Total Members' Eauitv R .. -}
TOTAL LIABILITIES AND
MEMBERS EQUITY . 004340

The footnotes are an integral ;;é'a;‘t of the financial statements.




Katalyst Securities, LLC

STATEMENT OF INCOME
‘ 12 Months Ended
l December 31, 2013
Revenues
Operating Expenses
Floor brokerage, exchange, and clearance fees 324500
Comemunications 396.00
Occupancy 3,600.00
Other expenses 984.04
Total Operating Expenses e 822504
Overating Income {Loss) e (8.22504)
Net income [Loss)

The fooinotes are an integral gart of the financial statements.




Katalyst Securities, LLC
STATEMENT OF MEMBERS' EQUITY

12 Months Ended i
December 31,2013
Beginning of Period $ 721240
Plus: Net Income / $ {8.225.04)
Plus: Member Contributions 5 7.985.00
Less: Member Distributions 0.00
MEMBERS' EQUITY
END OF PERIOD

“The footnotes are an integral part of the financial statements.
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 Katalyst Securities, LLC
STATEMENT OF CASH FLOWS
For the 12 months Ended December 31, 2013

2013

CASH FLOWS FRON OPERATING ACTIVITIES
Net income (Loss) $ {8,225.04)
Adjustments fo reconcile Net Income
{Loss) to net Cash provided by
{used in) operating activities:
Losses (Gains) on sales of
Fixed Assels 0.00
Decrease (Ingrease) in
Operating Assels:
increase (Decrease) in
Opetating Liabiliies:

Accounts Payable {1.137.88)
Accrued Liabilities 0.00
Total Adjustments _(1,137.96)
Net Cash Provided By {Used in)
Operating Activities {8,363.00)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds From Sale of Fixed Assets 0.00
Net Cash Provided Bv (Used In}
investing Activities g.00
CASH FLOWS FROM FINANCING ACTIVITIES
2 Member Distributions boo
Member Contributions 7.885.00
. Treasury Stock . 000
Net Cash Provided By (Used In)
Financing Activities 7.895.00
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS (1.368.00}
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 10.411.40
CASH AND CASH EQUIVALENTS AT END OF PERIOD 3 2.043.40

{ The footnotes are an integral part of the financial statements:
' 7




KATALYST SECURITIES, LLC
Statement of Changes in Member's Equity
For the Year Ended December 31, 2013

Total
Contributed Accumulated Member's
Capital Income Equity
Balance at January 1, 2013 $ (49,429) % 88,700 $ 7,272
Net Incomefloss for the year ended December 31, 2013 - (8,225)
Member Contributions - - 7,995
Member Distributions . . -
Prior Period Adjustment - * “
Balance at December 31, 2013 $ (49,429) $ 56,700 $ 7,042

The footnotes an are integral part of the financial statements.
8



KATALYST SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
Pecember 31,2013

NOTE A ~ SUMMARY OF ACCOUNTING POLICIES

Accounting principles followed by the Company and the methods of applying those principles
which materially affect the determination of financial position, results of operation and cash flows
are summarized below;

QOrganization

Katalyst Securities, LLC (the Company) was a Pennsylvania limited liability company on
February 23. 2001, and was a wholly owned subsidiary of Katalyst LLC (“Katalyst”). On October
26, 2010, FINRA approved the ownership of Katalyst Securities LLC\. The former, Katalyst
LLC, sold its 100% ownership interest to Securities Operations Specialists, Inc., 2 New York
corporation.

Description of Business
The Company, located in New York, NY, is a broker and dealer in securities registered with the
Securities and Exchange Commission (“SEC”) and is a member of FINRA. The Company

operates under SEC Rule 15¢3-3(k)(2)(i), which provides an exemption when a “Special Account
for the Exclusive Benefit of customers”™ is maintained.

Basis of Accounting

The financial statements of the Company have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents

The Company considers as cash all short-term investments with an original maturity of three
months or less to be cash equivalents.

Revenue gnition

Commission revenues are recognized when the service is rendered.

Income taxes

The Company is an LLC, under the Internal Revenue Code and New York State Tax Code. Any
income or loss of the Company is reported by the individual member’s income tax returns.
Consequently, no provision is made by the Company for federal and New York State income

taxes. New York City does not have comparable provisions in its tax code. Accrual for this tax
has been provided for in the financial statements.

See accountant’s audit report
9



- KATALYST SECURITIES, LIC
NOTESTO FINANCIAL STATEMENTS
December 31,2013

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Fair Value of Financial Instruments

Financial instruments that are subject to fair value disclosure requirements are carried in the
financial statements at amount that approximate fair value and include cash and cash equivalents.
Fair values are based on quoted market prices and assumptions conceming the amount and timing
of estimated future cash flows and assumed discount rates reflecting varying degrees of perceived
risk:

Comprehensive Income

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosure of Comprehensive Income that includes certain
items previously not included in the statement of income, including unrealized gains and losses
on available-for-sales securities and foreign currency translation adjustment among others.
During the year ended December 31, 2013, the Company did not have any components of
Comprehensive Income to report.

Concentrations

The Company has revenue concentrations; the company provides services in connection with
private capital placements and merger and acquisition transactions.

NOTE B —~ NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Act of 1934,
the Company is required to maintain a minimum net capital, as defined under such provisions.
Net capital and the related net capital ratio may fluctuate on a daily basis.

There were no material inadequacies in the amount reported as Net Capital in the audited
Computation of Net Capital and the broker-dealer’s corresponding Part IIA of the FOCUS report
required under Rule 15¢3-1.

See accountant’s audit report
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KATALYST SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTIS
December 31,2013

The Company is subject to the Uniform Net Capital Rule 15¢3-1, which requires the maintenance
of minimum Net Capital. The Company has elected to use the basic computation method, as is
permitted by the rule, which requires that the Company maintains minimum Net Capital pursuant
to a fixed dollar amount or 6-2/3% percent of total apgregate indebtedness, as defined, whichever
is greater, and does not, therefore, calculate it’s net capital requirement unider the alternative
reserve requirement method.

NOTE C -~ POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customer’s funds or securities. There
were no material inadequacies in the procedures followed in adhering to the exemptive provisions
of SEC Rule 15¢-3-3(k)(2)(i) by promptly transmitting all customer funds or securities to the
“Special Account for the benefit of customers.”

NOTE D ~ RELATED PARTY TRANSACTIONS

Paul Elirenstein is-a 100% owner of Paul Ebrenstein Associates, Inc., and a 50% owner of
Katalyst Securities, LLC parent company ~ Securities Operations Specialists Inc. The Company
and Paul Ebrenstein Associates, Inc. will share expenses. Those related to licensing and
operations will be paid by the Company directly. Rent, salaries and office costs will by paid by
Paul Ehrenstein Associates, Incand contributed by the Company based on the allocation of a
proportionate share based on NASD Notice 03-63 and SES interpretive letter dated July 11, 2003.

NOTE E —~ FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between participants at the measurement date (i.e., an exit
price). The guidance includes a fair value hierarchy that prioritizes the inputs to vaiuatzan
teshmques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets and liabilities (Level 1) and the lowest priority
To unobservable inputs (Level 3). The three levels of the fair value hierarchy are described
below:

Level 1 - Quoted, active market prices for identical assets or liabilities. Level 1 also
includes U.S. Treasury and federal agency securities and federal agency mortgage-backed
securities, which are traded by dealers of brokers in active markets. Valuation is obtained
from readily available pricing sources for market transactions involving identical assets
or liabilities. The Company did have any Level 1 assets.

Level 2 — Observable inputs other than Level 1, such as qnot@d market prices for similar
assets or liabilities, quoted for identical or similar assets in inactive markets, and model
derived valuations in which all significant inputs are observable in active markets. The
Company did not have any Level 2 assets or liabilities.

See accountant’s audit report
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KATALYST SECURITIES, LIC
NOTES TO FINANCIAL STATEMENTS
December 31,2013

Level 3~ V&Iu&tion tmhniqaes in w%iic’h one or more signifieant iﬁ;mts are observable in

«««««

NOTE E ~ SIPC RECONCILIATION

SEA Rule 17a-5(e)(4) requires a registered broker-dealer to file a supplemental report which
includes procedures related to the broker-dealers SIPC annual general assessment reconciliation
or exclusion-from-membership forms. In circumstances where the broker-dealer reports
$500,000 or less in gross revenues, they are not required to file the supplemental SIPC report.
The Company is exempt from filing the supplemental report under SEA Rule 17a-5(e)(4) because
it is reporting less than $500,000 in gross revenue.

NOTE F —~RENT

The amount of rent for December 31, 2013 'was $3,600.00.

NOTE G~ COMMITMENTS AND CONTINGENCIES

Katalyst Securities, LLC does not have and never had any commitments, guarantees, or
contingencies (arbitrations, lawsuits, claims, etc.) that may result in a loss or future obligation or
that may be asserted against the firm at'a future date.

NOTE H — SUBSEQUENT EVENTS

The Company has evaluated events subsequent to the balance sheet date for items requiring
recording or disclosure in the financial statements. The evaluation was performed through
February 13, 2014, which is the date the financial statement were available to be issued. Based
upon this review, the Company has determined that there were no events which took place that
would have a material impact on its financial statements.

See accountant’s audit report
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Supplementary
Pursuant to rule 17a-5 of the
Securities and Exchange Act of 1934

As of and for the Year Ended December 31, 2013

See accountant’s audit report
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Katalyst Securities, LLC
Supplemental Schedules Required by Rule 17a-5
As of and for the year ended December 31,2013

Computation of Net Capital

Total Stockholder’s equity: $ 7,042.00
Nonallowable assets:

Other Assets 0.00

Fixed Assets 0.00
‘ Accounts receivable ~ other 0.00 0.00
Other Charges
Haircuts 0.00
Undue Concentration 0.00 (0.00)
Net allowable capital $ 7,042.00

Computation of Basic Net Capital Requirement

Minimum net capital required as a percentage of aggregate indebtedness
Minimum dollar net capital requirement of reporting broker or dealer
Net capital requirement

Excess net capital

Computation of Agpregate Indebtedness
Total Aggregate Indebtedness

Percentage of aggregate indebtedness to net capital

Reconciliation of the Computation of Net Capital Under Rule 15c.

Computation of Net Capital reported on FOCUS I1A as of December 31,2013 §  7,042.00
Adjustments:

Change in Equity (Adjustments) 0.00

Change in Non-Allowable Assets (6.00)

Change in Haircuts (0.00)

Change in Undue Concentration 0.00

NCC per Audit 7.042.00

Reconciled Difference $ (0.00)
See accountant’s audit report
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Katalyst Securities, LLC
Supplemental Schedules Required by Rule 172-5
As of and for the year ended December 31, 2013

The Company is exempt from Rule 1515¢3-3(k)(2)(i) because a “special Account for the
Exclusive Benefit of customers™ is maintained.

Balance of such claims at January 1, 2013 $ -

Additions =

Reductions =

Balance of such claims at December 31, 2013 $ -
See accountant’s audit report
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REPORT ON INTERNAL CONTROL

For the year ended December 31, 2013

See accountant’s audit report
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Edward Richardson, Jr, CPA
15565 Northland Suite 508 West
Southfield, ML 48075

February 13,2014

Board of Directors

Katalyst Securities, LLC

15 Maiden Lane

Suite 601

New York, NY 10038-5143

In planning and performing my audit of the financial statements and supplemental schedules of
Katalyst Securities, LLC for the year ended December 31, 2013, I considered its internal control,
in order to determine my auditing procedures for the purpose of expressing my opinion on the
financial statements, and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), I have
made a study of the practices and procedures followed by the company, including tests of such
practices and procedures that I considered relevant to the objective stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, I did not review the practices and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control,
and the practices and procedures referred to the preceding paragraphs. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraphs and to assess whether those practices and procedures can be expected to
achieve the SEC’s above mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute assurance,
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use of disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with accounting principles generally accepted in the United States. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraphs.

Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection or any evaluation of them

See accountant’s audit report
17



to future periods is subject to the risk that they may become inadequate because of changes in
‘conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of internal control would not necessarily disclose all matters in internal control
that might be material w ses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in relation to the financial statements being
audited may oceur and not be detected within a timely period by employees in the niormal course
of performing their assigned functions. However, I noted no following condition that I consider to
be a material weakness as defined above.

CaRHES

I understand that practices and procedures that accomplish the objectives referred to in the
preceding paragraphs of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and my study, I believe that
the Company’s practices and procedures were adequate at December 31, 2013, to meet the SEC’s
objectives.

This report is intended solely for the information and use of management, the SEC and the
regulatory agencies that rely on rule 17a-5(g) under the Securities and Exchange Act of 1934 in
their regulation of registered brokers and dealers, and is not intended to be, and should not be,
used by anyone other than these specified parties.

Edward Richardson, Jr., CPA

See accountant’s audit report
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